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INTRODUCTION 


The  Office  of  Inspector  General  has  performed  a  review  of 
the  Motor  Vehicle  Management  Bureau's   (MVMB)   process  for  the 
procurement  of  automotive  parts  and  repair  and  maintenance 
services.     As  part  of  that  review,   the  OIG  staff  interviewed 
the  MVMB  Administrator,   the  MVMB  Repair  and  Maintenance 
Coordinator,   and  staff  of  the  State's  Purchasing  Agent's 
Division,   and  reviewed  selected  MVMB  documents,   records,  and 
invoices.1     The  review  revealed  that  the  MVMB's  control  system 
for  procurements  is  vulnerable  to  fraud,  waste  and  abuse;  the 
review  was  not  designed  to  uncover  evidence  of  fraud,  waste  or 
abuse,   and  no  such  evidence  was  found.     This  document  presents 
the  Inspector  General's  findings  and  recommendations  based  on 
this  review. 

The  MVMB,   a  bureau  within  the  Executive  Office  for 
Administration  and  Finance,   operates  and  maintains  a  fleet  of 
approximately  1750  vehicles,   including  about  1550  cars  and  200 
light  trucks.2     Approximately  50  vehicles  are  in  the  MVMB's 
motor  pool  for  temporary  loan  to  State  agencies;  the  remainder 
are  permanently  assigned  to  State  agencies.     The  MVMB's  annual 
operating  budget  is  $4  million,   of  which  approximately  $700,000 
is  for  vehicle  repair  and  maintenance,   the  focus  of  this 
report . 

The  MVMB  contracts  out  all  its  vehicle  repair  and 
maintenance  work;   it  does  not  have  a  central  garage  for  repair 


-■-OIG  staff  reviewed  all  invoices  for  repair  and 
maintenance  work  performed  on  87  vehicles  between  January  2, 
1986,   and  June  15,    1986.     The  87  vehicles  represent  five 
percent  of  the  1750  vehicles  under  MVMB's  control.     The  total 
number  of  invoices  reviewed  was  170;  their  total  worth  was 
$21, 191. 

2 According  to  the  MVMB  Administrator,  the  State  owns  a 
total  of  approximately  10,000  vehicles.     MVMB's  only 
responsibility  for  vehicles  which  are  not  in  its  fleet  is  to 
maintain  their  ownership  records. 
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or  parts  storage.  Needed  vehicle  repair  and  maintenance  work 
is  identified  through  one  of  the  following  two  mechanisms: 


1)  The  preventive  maintenance  program,   initiated  in 
early  1986,   reguires  operators  to  bring  their 
vehicles  to  any  garage  under  contract  with  the  MVMB 
for  lubrication,   and  an  oil  and  filter  change  once 
every  three  months  or  5,000  miles,  whichever  occurs 
first.     At  this  time  the  garage  mechanic  also 
inspects  major  automotive  systems,  including 
transmission  and  exhaust.     If  a  problem  is 
discovered,   the  MVMB  is  contacted,   and  the  Repair  and 
Maintenance  Coordinator  determines  which  garage  will 
make  the  repair. 

2)  Operators  having  problems  with  their  vehicles  telephone 
the  MVMB,   and  the  Repair  and  Maintenance  Coordinator 
assigns  the  vehicle  to  a  garage  for  examination.  The 
garage  must  contact  the  MVMB,   explain  the  vehicle's 
problem,   and  state  what  the  repair  will  cost.     If  the 
Coordinator  believes  the  stated  repair  price  is  too  high 
he  attempts  to  negotiate  price  with  the  garage.     If  the 
garage  is  unwilling  to  negotiate  price  with  the 
Coordinator,   the  Coordinator  contacts  another  contract 
garage.     Garages  must  have  the  Coordinator's  approval 
before  beginning  repair  work. 


The  MVMB  Administrator  awards  repair  and  maintenance 
contracts  to  garages  on  an  annual  basis.3     Once  a  garage  and 
the  MVMB  execute  a  contract,  the  MVMB  enters  the  garage's  name 
and  address  on  a  list  of  contract  garages.     The  list  is  used  by 
vehicle  operators  to  choose  a  garage  to  perform  preventive 
maintenance,   and  by  the  MVMB  to  assign  a  vehicle  for  a  repair. 

Over  the  past  several  years  the  MVMB  has  implemented 
several  initiatives,   including  the  preventive  maintenance 
program  noted  above;  an  increase  in  the  number  of  contracts 
with  garages  from  six  in  1984,   to  44;  procurement  of  a  computer 
system;  and  automation  of  the  State  fuel  distribution  system  at 
selected  sites. 


-'This  year's  contracts  have  been  extended  six  months  to 
allow  the  MVMB  to  award  future  contracts  for  each  fiscal  year 
rather  than  for  each  calendar  year. 
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OIG  staff  members  reviewed  a  draft  of  this  report  v/ith 
MVMB  Administrator  Ernest  Sofis  on  February  6,  1937.  At  that 
time  Mr.  Sofis  indicated  that  he  has  begun  to  make  changes  in 
his  agency's  contracting  process  and  that  he  plans  additional 
changes.  He  also  stated  that  the  computer  system,  once  fully 
implemented,  will  further  assist  the  MVMB  to  respond  to  this 
report's  recommendations. 
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FINDINGS  AND  RECOMMENDATIONS 

Vendor  Contracting  Process 

Finding  1.     The  MVMB  does  not  use  an  open,  fair, 
accountable  process  to  procure  goods  and  services. 

The  MVMB  does  not  use  competitive  bids  or  competitive 
proposals  to  procure  repair  and  maintenance  services. 
Moreover,   the  MVMB  does  not  make  use  of  the  cost  and  quality 
information  its  contract  documents  require  of  vendor 
applicants.     The  MVMB ' s  contracting  process  ensures  neither 
best  price  nor  best  quality  for  the  repair  and  maintenance  of 
State  vehicles. 

The  MVMB  Administrator  explained  the  process  he  uses  to 
award  annual  vehicle  repair  and  maintenance  contracts:  each 
fall,  he  reviews  the  previous  year's  vendors  and  eliminates 
from  the  contract  notification  list  those  garages  which  no 
longer  want  to  do  State  business,  went  out  of  business,   or  were 
not  considered  by  the  MVMB  to  have  provided  adequate  levels  of 
service.     Garages  that  remain  on  the  contract  notification  list 
are  then  notified  of  the  MVMB's  contracting  opportunity.  All 
vendors  who  respond  to  the  annual  notice  of  contracting 
opportunity  are  awarded  a  contract  provided  they  agree  to  the 
contract  boilerplate. 

The  MVMB's  contract  documents  require  applicants  to  submit 
price  lists  and  limited  cost  and  quality  information,  and  to 
agree  to  standard  bid  terms.  However,  our  review  revealed  that 
the  MVMB  does  not  always  obtain  and  does  not  use  the  required 
information.  Moreover,  the  information  which  the  MVMB  requests 
is  too  limited  in  scope  to  permit  a  fair  comparison  of  vendors. 
Specifically: 

Garage  price  lists,   although  required  in  the  MVMB's 
request  for  proposals,   are  not  always  submitted  by 
garages.     Over  half  the  contracts  awarded  for  1986 
did  not  contain  price  lists  required  by  the  MVMB's 
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forms.     The  MVMB  Administrator  was  not  sure  that  the 
vendors'   price  lists  had  been  submitted  and  he 
acknowledged  that  the  lists  are  not  used  to  make 
contract  awards. 

Information  requested  on  cost   (such  as  labor  rates 
and  discounts  on  tires  and  batteries)   and  quality  of 
service   (such  as  number  of  bays  and  certified 
mechanics)    is  not  evaluated,   according  to  the  MVMB's 
Administrator.     Further,   the  forms  we  reviewed  could 
not  be  evaluated:     the  only  section  completed  by  all 
1986  contract  vendors  was  business  name,   address  and 
telephone  number;  many  vendors  left  blank  the 
sections  on  price  and  quality  of  service  or  completed 
them  in  such  a  manner  as  to  make  vendor  comparisons 
impossible.     For  example,  under  a  section  on  the  form 
entitled  "Rates:   Price  Origin"  one  vendor  stated 
"2  4.00  per  hour,"  another  stated  "manufacturers 
suggested  list,"  and  another  stated  "N/A."     All  three 
vendors  were  awarded  contracts. 

Applicants  are  required  to  sign  a  document  entitled 
"Standard  Bid  Terms  and  Conditions."     In  many 
respects  this  document  is  irrelevant  to  the  MVMB's 
procurements.     For  example,   one  of  its  sections 
instructs  applicants  how  to  complete  a  bid  form,  yet 
no  bid  form  is  included  or  required  as  part  of  the 
MVMB  submission  package;  the  entire  document 
references  bidding,  yet  the  MVMB  solicits  proposals, 
not  bids. 


The  result  is  that  the  MVMB  does  not  have  a  competitive 
procurement  process.     Any  vendor  can  receive  a  contract  to 
service  State  vehicles  regardless  of  price,   experience,  and 
quality  of  services  and  products  offered. 

Recommendation  1.     The  MVMB  should  establish  a  competitive 
procurement  system  for  automotive  supplies  and  repair  and 
maintenance  services. 

Contracts  should  be  awarded  to  the  competent  vendors 
offering  supplies  or  services  at  the  lowest  price,   taking  into 
consideration  the  geographic  distribution  of  vendors.  The 
request  for  bids  should  clearly  specify  the  supplies  or 
services  being  bid,  any  minimum  product  standards  and 
warranties,   the  form  in  which  prices  should  be  submitted,  how 
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prices  will  be  compared,   and  any  minimum  qualifications  vendors 
must  meet..     Further,   as  discussed  under  Finding  2  below, 
supplies  worth  $500  or  more  should  be  purchased  either  by  or 
under  the  direction  of  the  State  Purchasing  Agent. 

Finding  2.     The  State  Purchasing  Agent  does  not  exercise 
authority  over  MVMB's  automotive  supply  procurements. 

Under  M.G.L.   c.   7,    §22,  the  Purchasing  Agent  is 
responsible  for  supply  purchases  of  $500  or  more  for  all  State 
agencies.     According  to  the  Purchasing  Manual  of  the  Purchasing 
Agent's  Division  (PAD)    " [Ajgencies  have  the  authority  to  buy 
services  such  as  cleaning,  housekeeping,   repairs,  and 
operations.     PAD  only  buys  services  when  they  are  incidental  to 
the  purchases  of  goods  and  equipment." 

Although  precise  figures  for  supply  procurements  by  the 
MVMB  are  not  readily  available,  the  agency  does  purchase 
supplies  that  cumulatively  exceed  $500  in  a  year  and  involve 
services  which  appear  only  to  be  incidental.     For  example,  the 
MVMB  purchases  approximately  3,000  tires  each  year,  according 
to  an  estimate  by  agency  officials.     The  MVMB's  tire 
procurements,   according  to  the  Deputy  Purchasing  Agent, 
constitute  a  "gray  area"  for  the  PAD's  jurisdiction  because 
they  combine  supply  and  service.     The  tires  are  balanced  and 
mounted  by  garages,  but  the  service  component  costs  little 
relative  to  the  supply  cost,   about  $6  per  tire  according  to 
several  manufacturers'  price  lists. 

The  PAD  currently  has  a  blanket  contract  for  tires,  and 
those  agencies  that  have  facilities  to  service  their  vehicles 
purchase  tires  from  the  blanket  contract  and  mount  the  tires 
themselves.     OIG  staff  compared  the  PAD's  tire  price  list  with 
MVMB's  to  ascertain  if  there  was  a  significant  cost 
differential.     The  comparison  revealed  that  the  PAD's  prices 
for  popular  sizes  of  radial  tires  are,   on  an  average,  $3 
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cheaper.4     Since  MVMB  officials  estimate  they  purchase 
approximately  3,000  tires  a  year,   a  $3  savings  on  a  year's 
worth  of  tires  would  result  in  annual  savings  of  $9000. 

PAD  and  MVMB  officials  have  indicated  that  the  PAD  could 
play  a  role  in  tire  procurements  for  MVMB.     In  fact,   the  PAD'S 
invitation  for  bids  for  tires  includes  an  optional  section  for 
vendors  to  list  service  information  and  costs.     However,  no 
vendor  awarded  a  contract  in  1986  completed  that  section  of  the 
bid,   according  to  a  PAD  official. 

Recommendation  2.     The  State  Purchasing  Agent  should 
exercise  authority  over  MVMB's  supply  procurements. 

The  PAD  should  review  MVMB  supply  procurements  to 
determine  the  scope  of  the  PAD'S  authority,   and  then  evaluate 
alternative  approaches  to  exercising  that  authority.  Such 
options  include:     .(a)   delegating  to  MVMB  the  authority  to 
purchase  supplies  using  procedures  consistent  with 
Recommendation  1  above,   and  overseeing  the  procurement  process; 

(b)  procuring  supplies  and  incidental  services  for  MVMB  using 
the  PAD  blanket  contracts  with  service  options;  and 

(c)  procuring  supplies  for  MVMB  under  PAD  blanket  contracts  and 
arranging  to  have  supplies  installed  in  MVMB  vehicles  under  an 
agreement  with  an  agency  with  garage  facilities. 


4Prices  on  MVMB's  tire  contract  with  Firestone  were 
compared  with  prices  on  PAD'S  tire  contract  for  tires  that  are 
similar  in  the  opinions  of  PAD,  MVMB,   and  Firestone  employees. 
Prices  were  compared  for  tires  that  would  fit  common  MVMB 
vehicles  such  as  Chevrolet  Chevettes  and  Celebrities,  Dodge 
Aries,   and  full-sized  vehicles  and  vans.     In  the  five 
comparisons  made,   PAD  contract  prices  were  lower  by  between 
$2.39  and  $4.39. 
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Work  Assignment 

Finding  3.     The  MVMB ' s  work  assignment  process  is 
subjective,   lacks  accountability,   and  is  vulnerable  to 
abuse. 

The  MVMB's  Repair  and  Maintenance  Coordinator  is 
responsible  for  assigning  repair  work  estimated  to  cost  more 
than  $40  to  vendors.      (For  repairs  under  $40,   and  routine 
maintenance  which  is  presumed  to  cost  less  than  $40,  vehicle 
operators  select  a  garage  from  the  contract  vendor  list 
distributed  by  the  MVMB.)     Of  the  17  0  invoices  reviewed  by  the 
OIG  staff,   102   (60  percent)  were  for  more  than  $40;  their 
aggregate  value  represented  93  percent  of  the  total  for  all 
sample  invoices.     The  Coordinator  reported  that  he  makes 
assignments  based  on  his  knowledge  of  the  garage's  specialty 
(he  maintains  a  list  of  garages  organized  by  specialty) ,  its 
workload,   and  the  number  of  State  vehicles  that  have  been  there 
recently.     He  negotiates  prices  with  the  garage  representative; 
if  the  garage  does  not  agree  to  a  satisfactory  price,  the 
Coordinator  contacts  another  garage.     The  Coordinator  is  not 
required  to  document  the  reasons  for  his  assignments. 

Work  is  sometimes  assigned  to  noncontract  garages  at  the 
discretion  of  the  Coordinator.     MVMB  officials  estimated  that 
this  occurs  perhaps  five  percent  of  the  time   (15  percent  of  the 
invoices  OIG  staff  reviewed  were  for  repair  work  in  noncontract 
garages) ,   and  explained  that  noncontract  vendors  are  used  when 
contract  garages  in  the  area  are  "booked  up." 

There  are  no  written  procedures  to  guide  the  Coordinator 
in  making  garage  assignments  and  negotiating  reasonable  prices. 
The  Coordinator  reported  that  he  once  had  written  procedures 
for  making  repair  assignments  but  his  copy  was  borrowed  and 
never  returned.     When  the  lack  of  written  procedures  was 
discussed,   the  Coordinator  said  he  would  write  new  procedures. 

The  Coordinator  uses  an  informal  contractor 
postqualif ication  process  to  prevent  assignments  to  unqualified 


8 


or  poor-performing  garages.     The  Coordinator  stated  that  if  he 
believes  a^  garage  is  not  providing  an  "adequate  level  of 
service"    (for  which  there  are  no  explicit  criteria  or 
evaluation  procedures) ,   he  stops  sending  State  vehicles  there 
and  recommends  that  the  garage  not  receive  the  next  contracting 
opportunity  notice.     The  Coordinator  reported  that  in  the  past 
two  years  two  contract  garages  were  not  notified  of  the  next 
contracting  opportunity:   one  because  it  was  unwilling  to 
negotiate  prices,   the  other  because  vehicles  had  to  be  returned 
repeatedly  for  the  same  repairs.     In  neither  case  were  the 
problems  documented,  according  to  the  Coordinator. 

The  lack  of  clear  procedures,  the  absence  of  documentation 
on  decisions,   and  the  broad  discretion  exercised  by  the 
Coordinator  result  in  a  work  assignment  system  that  is  highly 
vulnerable  to  abuse.     This  is  especially  the  case  given  the 
absence  of  competitive  procurement  previously  discussed. 

Recommendation  3.     The  MVMB  should  establish  in  writing 
clear  and  comprehensive  procedures  governing  work 
assignment  and  documentation  of  decisions  and  contractors' 
performance. 

Contract  Administration 

Finding;  4 .     The  MVMB  lacks  procedures  to  ensure  that 
vehicle  work  was  performed  as  directed  and  that  prices 
charged  correspond  to  those  authorized. 

Many  invoices  reviewed  by  OIG  staff  lacked  detail 
necessary  to  determine  that  requested  work  was  performed  and 
prices  were  reasonable.     A  limited  review  revealed  45  invoices 
that  did  not  itemize  labor  and  parts  charges  and  did  not  detail 
parts  installed. 

The  MVMB  also  does  not  routinely  check  to  make  sure  that 
prices  charged  correspond  to  those  authorized.     According  to 
the  MVMB  Administrator,  prices  charged  are  never  checked 
against  contract  prices.     Also,   although  the  MVMB  authorizes 
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all  work  that  will  cost  over  $40,   only  invoices  over  $300  are 
checked  against  the  price  negotiated  by  the  Coordinator  and 
entered  on  a  record  for  the  vehicle.     Of  the  102  invoices 
reviewed  by  the  OIG  staff  for  services  in  excess  of  $40,  only 
14  were  over  $300.     These  14  invoices  accounted  for  only  42 
percent  of  the  total  amount  spent  on  the  170  invoices. 
Consequently,   58  percent  of  the  MVMB's  repair  expenditures  were 
not  subject  to  price  confirmation  by  the  MVMB. 

Recommendation  4.     The  MVMB  should  establish  written 
procedures  to  ensure  that  work  is  performed  as  directed 
and  that  prices  charged  correspond  to  prices  authorized. 

The  MVMB  should  establish  reasonable  procedures  for 
different  categories  of  work.     The  procedures  should  include 
requirements  for: 

—      Vehicle  operators  to  attest  to  the  best  of  their 
knowledge  that  authorized  work  was  performed; 

Vendors  to  include  in  invoices  charges  for  labor  and 
parts  and  descriptions  of  parts  installed;  and 

Verification  by  the  MVMB  that  invoices  reflect 
authorized  work  and  prices. 

In  establishing  verification  procedures,   the  MVMB  should 
create  a  threshold  over  which  all  invoices  will  be  reviewed  in 
detail  and  under  which  a  reasonable  sample  of  invoices  will  be 
checked . 

Computer  Use 

Finding  5.  The  MVMB  is  developing  a  computer  system  but 
lacks  a  coherent  plan  for  automating  management  controls 
over  service  procurement  and  contract  administration. 

The  MVMB's  Administrator  is  implementing  a  $100,000 
computer  system  (hardware  and  software) .     An  analysis  of  the 
MVMB's  automation  needs,  prepared  in  late  1984  by  the 
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Administrator  and  the  State's  Office  of  Management  Information 
Systems  in-  anticipation  of  procuring  computer  software, 
addresses  management  control  applications,   including  some  that 
would  respond  to  findings  outlined  in  this  report.  Discussions 
with  the  MVMB's  Administrator  indicate  that  his  immediate 
interest  is  in  automating  clerical  functions.     He  enumerated 
plans  to  computerize  all  State  vehicle  records,  including 
vehicle  year,  make,  model,  and  identification  number;  and 
information  on  contract  garages,   including  the  garage  name, 
location,   specialty,   and  price  information.     The  MVMB  has  not 
planned  and  scheduled  the  implementation  of  many  important 
management  applications  included  in  the  1984  computer 
procurement  needs  assessment,   such  as  comparing  invoices 
received  to  authorized  prices,   comparing  vehicle  operating 
costs   (including  average  costs  for  repairs  and  maintenance) , 
and  printing  exception  reports  for  vehicle  costs  above  average. 
The  Administrator  has  acknowledged  the  importance  of  these 
management  applications,  but  said  he  first  wants  to  test  and 
evaluate  the  clerical  operations.     Failure  to  accord  a  priority 
to  planning  and  scheduling  these  management  applications  could 
result  in  unnecessarily  delaying  or  failing  to  achieve  the 
computer  system's  stated  goals  and  objectives. 

Recommendation  5.     The  MVMB  should  prepare  a  plan  and 
schedule  for  implementing  all  the  management  applications 
outlined  in  the  analysis  of  the  MVMB's  automation  needs, 
including  applications  that  relate  to  the  findings  and 
recommendations  contained  in  this  report. 


Alternatives  to  Contracting 


Finding  6.  The  MVMB  has  not  studied  the  feasibility  of 
using  State  facilities  and  crews  to  repair  and  maintain 
fleet  vehicles. 

The  MVMB  maintains  a  fleet  of  over  1,700  vehicles.  It  may 
be  cost-effective  for  the  agency  to  arrange  to  have  repairs  and 
maintenance  performed  in  State  facilities  by  State  personnel. 
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The  MVMB  Administrator  repeatedly  expressed  to  OIG  staff  an 
interest  in  exploring  options  for  vehicle  repair  and 
maintenance.     Such  options  include  construction  of  garage 
facilities  to  be  operated  by  the  MVMB,   or  use  of  existing 
facilities  and  crews  operated  by  other  State  agencies  for  the 
repair  and  maintenance  of  their  own  vehicles.     Under  current 
MVMB  policies,  MVMB  vehicles  may  only  obtain  fuel  at  depots 
owned  and  operated  by  the  Department  of  Public  Works  and  the 
State  Police.     These  facilities  are  distributed  throughout  the 
State  and  many,   if  not  all  of  them,  have  garages  and  repair 
crews . 

Recommendation  6.     The  MVMB  Administrator  should  study  and 
compare  the  costs  and  benefits  of  the  current  practice  of 
contracting  for  repairs  and  maintenance,  the  development 
of  MVMB  facilities  and  crews,   and  the  use  of  existing 
facilities  and  crews  in  other  State  agencies. 
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